130 CMR: DIVISION OF MEDICAL ASSISTANCE

415.414: Utilization Review

(A) Allinpatient services must be provided in accordance with 130 CMR 450.204 or 130 CMR

415.415, and are subject, among other things, to utilization review under 130 CMR 450.207

through 130 CMR 450.209 and to requirements governing overpayments under 130 CMR

450.235(B) and 450.237.

(B) (1) The Division (or its agent) will review inpaﬁént services provided to members to

determine the medical necessity, pursuant to 130 CMR 450.204, or administrative necessity
and approprialeness, pursuant to 130 CMR 415.415, of such services. Any such review may
be conducted prior to, concurrently, or retrospectively following the member’s inpatient
admission. Reviewers consider the medical-record documentation of clinical information
available to the admitting provider at the time the decision to admit was made. Reviewers
do not deny admissions based on what happened to the member after the admission.
However, if an admis§ion was not medically necessary at the time of the decision to admit,
but the medical record indicates that an inpatient admission later became medically
necessary, the admission will be approved as long as all other Division requiremeats are met.
(2) If, pursuant to any review, the Division concludes that the inpatient admission was not
medically or administratively necessary, the Division will deny payment for the inpatient
admission.
(3) If the Division issues a denial notice for an acute inpatient hospital admission pursuant
to 130 CMR 415.414 and 450.204 as well as cither 130 CMR 450.209 or 450.237, the
bospital may rebill the claim as an outpatient service, as long as the Division has determined
the service would have been appropriately provided in an outpatient setting. In order for the
hospital to receive payment under 130 CMR 415.414(B)(3), the outpatient claim and a copy
of the denial notice must be received by the Division within 90 days from the date of the
denial notice and must comply with all applicable Division requirements.

(C) To support the medical necessity of an inpatient admission, the provider must adequately
document in the member’'s medical record that 2 provider with applicable expertise expressly
determined that the member fequired services involving a greater intensity of care than could be
provided safely and effectively in an outpatient setting. Such a determination may take into
account the amount of time the member is expected to require inpatient services, but must not
be based solely on this factor. The decision to admit is a medical determination that is based on
factors, including but not limited to the:

(1) member’s medical history;

(2) member’s current medical needs;

(3) severity of the signs and symptoms exhibited by the member;

(4) medical predictability of an adverse clinical event occurring with the member;

(5) results of outpatient diagnostic studies;

(6) types of facilities available to inpatients and outpatients; and

(7) Division's Acute Inpatient Hospital Admission Guidelines in Appendix F of the Acute

Inpatient Hospital Manual and in various appendices of other appropriate provider manuals.

The Division has developed such guidelines to help providers determine the medical

necessity of an acute inpatient hospital admission. These guidelines indicate when there is

generally no medical need for such an admission.

(D) If, as the result of any review, the Division determines that any hospital inpatient admission,
stay, or service provided to a member was not covered under the member’s coverage type (see
130 CMR 450.105) or was delivered without obtaining a required authorization including, where
applicable, authorization from the member’s primary-care provider, the Division will not pay for
that inpatient admission, stay, or service.

415415: Reimbursable Administrative Days

(A) Administrative days as defined in 130 CMR 415.402 are reimbursable if the following
conditions are met:
(1) the recipient requires an admission to a hospital or a continued stay in a hospital for
reasons other than the need for services that can only be provided in an acute inpatient
hospital as defined in 130 CMR 415.402 (see 130 CMR 415.415(B) for examples); and
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Acute Inpatient Hospital Admission Guidelines

A. Introduction

This appendix is intended to help providers make appropriate decisions about the medical necessity of
acute inpatient hospital admissions. These guidelines have been approved by physicians from several
medical specialties who have active practices in Massachusetts. Providers making decisions on whether
“to admit a member as an inpatient should use their medical judgment and these guidelines. Services that
meet medical-necessity criteria at 130 CMR 450.204 and the rules goveming reimbursement of inpatient,

outpatient, and observation services in 130 CMR 410.414 (see section D of this appendix) and 415.414
are reimbursable by the Division.

B. Definitions for Inpatient, Observation, and Outpatient Services

The reimbursability of services defined below is not determined by these definitions, but by application
of the Division’s regulations in 130 CMR 410.000, 415.000, and 450.000.

Inpatient Services — medical services provided to a member admitted to an acute inpatient hospital.

Obser vation Services — outpatient hospital services provided anywhere in an acute inpatient hospital, to
evaluate a member’s condition and determine the need for admission to an acute inpatient hospital.
Ohservation services are provided under the order of a physician, consist of the use of a bed and

i~te:Tnittent monitoring by professional licensed clinical staff, and may be provided for more than 24
ours.

Qutpatient Hospital Services — medical services provided to a member in a hospital outpatient
department. Such services include, but are not limited to, emergency services, primary-care services,
observation services, ancillary services, day-surgery services, and recovery-room services.

Qutpatient Services — medical services provided to a member in an outpatient setting including but not
limited to hospital outpatient departments, hospital-licensed heaith centers, physicians’ offices, nurse

practitioners’ offices, freestanding ambulatory surgery centers, day treatment centers, or the member’s
home.

C. Admission Guidelines

The following guidelines describe admissions that generally are not medically necessary. This is not an
all-inclusive list. The Division or its agent may also determine that other admissions not characterized in
this list are medically unnecessary and nonreimbursable on an inpatient basis.

1. The admission occurs following observation services, and the admitting provider has not

documented at least one of the following in the medica!l record at the time the decision to admit is
made:

«» Failure to respond to outpatient treatment and a clear deterioration of the patient’s clinical status;

» a significant probability that the treatment plan will continue to need frequent clinical
modifications and what specific modifications are necessary,

« instability of the patient that is a deviation from either normal clinical parameters or the patient’s
baseline; or '

a requirement for more intensive services than were already being delivered while the patient

was on observation status, and a physician’s order for each specific new service.
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10.

11.

12.

The admission occurs when the member’s condition had improved significantly in response to

outpatient treatment with a progression toward either normal clinical parameters or the member’s
baseline.

The admission is for further monitoring or observing for potential complications when the member
undergoes a procedure that is appropriately performed in an outpatient setting according to the
current standards of care, the procedure is performed without complications, and the member’s
clinical status is approaching either normal clinical parameters or his or her baseline.

The admission is primarily for providing or monitoring the services and treatment of a member with
multiple or complex medical needs whose needs were adequately being met in a setting other than an
acute inpatient hospital prior to that admission.

The admission of a member whose baseline clinical status is outside of the normal clinical
parameters and whose condition has been managed successfully on an outpatient basis, when the

admission is based primarily on the member’s abnormal status, unless that status has significantly
deteriorated.

The admission is primarily to observe for the possible progression of labor when examination and
monitoring does not indicate definite progression of active labor leading to delivery.

The admission is primarily for education, teaching, minor medication changes and/or monitoring, or '
adjustment of therapies associated with a medically stable condition(s).

The admission is primarily because the member requires sedation or anesthesia in order to conduct
diagnostic tests that are appropriately pesformed in an outpatient setting according to the current
standards of care, when there are no serious complications requiring inpatient services.

The admission of a member whose baseline condition requires the use of complex medical
technology, when the admission is primarily due to the need for such technology or other

maintenance services related to the pre-existing medical condition(s), unless the member’s condition
is significantly deteriorating.

The admission is primarily for a continuation of treatment or monitoring that has already been
delivered effectively in the home, hospital outpatient department, or other institutional setting.

The admission of a member who is a patient or resident in another institutional setting, and is
admitted primarily for diagnostic or treatment services that could have been provided in the
member’s current institutional setting or by using outpatient services.

The admission of a member who has simple, uncomplicated, outpatient surgery and is being
admitted primarily because of the time of day or the need for postoperative observation.
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13. The admission is primarily due to the:
« amount of time a member has spent as an outpatient in a hospital or other outpatieat setting;
« time of day a member recovers from outpatient surgery;
* need for education of the member, parent, or primary caretaker;
+ need for diagnostic testing or obtaining consultations;
« need to obtain medical devices or equipment or arrange home care or other noninstitutional
services; '
& age of the member; .
~ convenience of the physician, hospital, member, family, or other medical provider;
e type of unit within the hospital in which the member is placed; or
e need for respite care.

Wil D. Observation Services

[excerpted from the Division's outpatient hospital regulations at 130 CMR 410.414]

Reimbursable Services. The Division covers medically necessary observation services provided by acute
inpatient hospitals. Reimbursable observation services may exceed 24 hours, and do not need to be
provided in a distinct observation unit. To qualify for reimbursement of observation services, the
medical record must specifically document when those services began and ended, the purpose of
observation, and the name of the physician who ordered it. Acute inpatient hospitals will be reimbursed

for these observation services on an outpatient basis in accordance with the signed provider agreement
with the Division.

Nonreimbursable Services. .
(1) Nonreimbursable observation services include but are not limited to:

(a) services that are not reasonable or necessary for the diagnosis or treatment of the member;
and

(b) routine preparation and recovery services associated with diagnostic testing or outpatient
surgery.
(2) The following services are not reimbursable as a separate service:

(a) postoperative monitoring during a standard recovery period that should be characterized as
recovery-room services; and

(b) observation services provided concurrently with therapeutic services such as chemotherapy.
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. yChaptes. 147 -

Boston Public Heal;h»&cgfo(_l995

AN ACT RELATIVEZ YO PUBLIC BXALTH IX IRE CITY Or BASTON.

Ba' l¢ anacted bg che Scnate and Nouse of Repredencacives ln Cenecal Court

sssenbled, and by the aunchority of the same,” as follovx:

the clty of Boatoa, ia order that there be an Inccesase in thelc velface and an
Lapcovensat Lo thefc Lliving condlitiocns, it la- esseatial that A nev public
Bealth cace syetes be established for the clty of Bostoa that can meet the

challeoges af & rapldly changlng health care anvironseat and ensuce tha coa-

tinuous delivery of quality health cace ta the residents Q£ the clty: thac the

oev public health c.lr-u-y:u- muitt be able to coocrdloate outreach, health edu-

catlioa, prevention, outpatlent, hoae cace, emergency, lopatient, speclaley,

afteccace, cababilitatlon, and loag teco care secvices ln ocder o create a

coapcehansive and {otegrated coatlouuw._of cace vith the goal of prowoting

heslth and vcll-bcl}xq. meeting the cedlical and public

healeh needs of all

sacved and of -f-nducltlnq futuce physictans and cgnglv-n; that & new pudlic

healeth cocafsslon be created in the city of Bostoa a3 the successoc to tha

cley's depactment of health and hospltals ln ocder to better adalnister, ea-
bance and axpand the public health services pcavided by tbe cleys and chat the

icl(y'lA nav public health care systea should conalst of 2 onetvock of haealth

cace providers Jofalng the clety's traditlocal public health secvices and Ca-

cllitles vith pclvete boapltals, cocaunity health centecs and other assoclated

cosounity based ocganirxatioas and providers.
{5) It ls haceby fucthac declared for the benefit of the people af tha

clty of Boetoa that the clty ehould be expovared to provide focr the establish-

ment of a aev medfcal centec &3 the Centecplece of the Cltys publlic baaltb

natvack ta be compored of Baston Clry Hoepltal, Boaton Speclaliy end Retabili-
tation Hospltal s0d a polvata, nonpt;t;t hospltaly that the nlacloa of the new
AN

medlcal centear, in pactaecship «ith the clty*s publlic health comalusion., cow

®mualty healeh <ceatecs and Othe( coamualty based pcovidere, shall be to con-

ststeatly pcovide excelleat and accesclble bealth cace secvices to all fo aced
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1995 SESSIOH LAWS:

ch 147

of cace, regacdless of atatus oc sbility to payy,Lt‘EA( cecogalring tbe hletoclc

¢
mlseloa and coamltment of Bostoa City Nospltal to the publlc health aeeds of,

all cestdaats of Bostoa, the new medical ceater.sball bave :a coatloued Eommlt=-

nent ;o the urban populatioa,- to vulnetable populatioas vithla tbe ciey, la= -

cluding thoae realdents of the city wvho . are yundersacrved: by axistiog ' bealth®

cace _cccvlc_--}_ and _to i‘th.(.m‘ll‘ll_-_l.".dl‘.ﬁht,th"nw medlcal caeuntec -
sball play aa fmpoctant role as a ceCaccal, tertiacy level .bospital secving
the region ta 2 Cloanclally tclpoa-lblc-,mact'.nd;conc.lnuc to sccve the most

acutely L1} patfeac populatioas; and -that:in t’hq:éo,udnct of this mlsclon, the
aev wmedical ceater shall coemit ltself to six-equally {sporcabt guldlng:pcla-

ciples: (L) easusring the avallability otn-a -Cull : range of primicy through
tectlary  medlcal programs, in additioa ta a cocaltment to pub.llc bealttr, pce
ventlve, saargency aad long tecwm cgehabilitative . care programa; (1) sacviag
both ucbaa and subucban coazunltlies In a cultt-lta_lly'-nd lluqhhuully coape-
tent =manner that strives to mcet the curcent and changing health cate needs ot
people of all caces, l‘l‘nquuqel. cultuces and econoalc classes; (J) providiag a
high degcee of aedical, nursing, management and technlcal coapetency and ac-
countabllitys (&) enhancing fts cole as » -.':jor acadenlc ;cdlczl ceater, in-
bastic

cluding support fqr.blo~aedical, public bealth, medical educatios uad

sclence cezercch); (5) providing wanaged cace secviced to the coesunlcles

secved by the nev acdical center and pacticlpacing elfectlively and coapetl-

tlvely 1In managed care plans secving the patient populatlon: zad (§1 treatlag!

lt: patlente, xtall and the coonunlties segved with respect and dignity. !

This act nay be ceferred to and Clted =3 the Boston Public Healtt Act of
1995,

SECTION 2. Az uzed in this act the followving wocds shall, unles: the con-
text othervise requices, have the tolloving msantingsi—.

“Board of health and hospitals”, the boacd of health snd hospleels 0€ the
clty established pursuant to chaptec silx.hundced and fiCey—slx of the acrs of
alneteen hundced and alcty-Cflve.

» "8oston City Hoapltal®, the h;;blsnl located f{n the cley provided toc by
chapter one hundted and thicteen aof the ;é!n of efghteen hundced ane Crfer—
undec tha

«ighe care end coatrol of the depactuent of health and toeplcals,

and all bcanches theceol hecetalots OC hereatltec a[{nbll-h-d. and 1l octhac
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Transferring Rules — Between Two Hospitals

For MassHealth Members Enrolled With The Division’s BH Contractor

BH Network**

Non-BH Network
Hospital Hospital
From Transferring| To Recelving Med Surg Psych Sub/Abuse Med Surg Psych Sub/Abuse
Hospital Hospital
BH Med/Surg Transferring Hosp.: Transferring Hosp.: Transferring Hosp.: Transferring Hosp.: Transferring Hosp.: Transferring Hosp.:
Network** Transter Per Diem Transfer Per Diem Transfer Per Diem Transfer Per Diem BH Contract Rate BH Contract Rate
Hospital Receiving Hosp.: Receiving Hosp.: Receiving Hosp.: Receiving Hosp.: Receiving Hosp.: Receiving Hosp.:
SPAD BH Contract Rate BH Contract Rate SPAD Not Reimbursable* Not Reimbursable”
@ Psychiatric Transferring Hosp.; Transferring Hosp.: Transferring Hosp.: Transferring Hosp.: Transfeiring Hosp.: Transferring Hosp.:
BH Contract Rate BH Contract Rate BH Contract Rate BH Contract Rate BH Contract Rate BH Contract Rate
g”' Receiving Hosp.: Receiving Hosp.: Receiving Hosp.: Receiving Hosp.: Receiving Hosp..* Receiving Hosp.:*
= SPAD BH Contract Rate BH Contract Rate SPAD Not Reimbursable Not Reimbursable
, Substance Abuse Transferring Hosp.: Transferring Hosp.: Transferring Hosp.: Transferring Hosp.: Transterring Hosp.: Transterring Hosp.:
BH Contract Rate BH Contract Rate BH Contract Rate BH Contract Rate BH Contract Rate BH Contract Rate
Receiving Hosp.: Receiving Hosp.: Receiving Hosp.: Receiving Hosp.: Receiving Hosp.:* Receiving Hosp.:*
SPAD BH Contract Rate BH Contract Rate SPAD Not Reimbursable Not Reimbursable
Med/Surg Transferring Hosp.: Transferring Hosp.: Transferring Hosp.: Transferring Hosp.: Transferring Hosp.: Transferring Hosp.:
Network Transfer Per Diem Transfer Per Diem Transfer Per Diem Transfer Per Diem Transfer Per Diem Transfer Per Diem
Hospital w/o Receiving Hosp.: Receiving Hosp.: Receiving Hosp.: Receiving Hosp.: Receiving Hosp.": Receiving Hosp.:*
an Agreement SPAD BH Contract Rate BH Contract Rate SPAD Not Reimbursable Not Reimbursable
Psychiatric Transferring Hosp.": Transfeming Hosp.*: Transferring Hosp.": Transferring Hosp.”: Transferring Hosp.": Transferring Hosp.":
Not Reimbursable Not Reimbursable Not Reimbursable Not Reimbursable Not Reimbursabie Not Reimbursable
Receiving Hosp.: Receiving Hosp.: Receiving Hosp.: Receiving Hosp.: Receiving Hosp.*: Receiving Hosp.":
SPAD BH Contract Rate BH Contract Rate SPAD Not Reimbursabie Not Reimbursable
Substance Abuse Transterring Hosp.": Transferring Hosp.”: Transferring Hosp.". Transferring Hosp.": Transferring Hosp.": Transferring Hosp.”:
Not Reimbursable Not Reimbursable Not Reimbursable Not Reimbursable Not Reimbursable Not Reimbursable
Receiving Hosp.: Receiving Hosp.: Receiving Hosp.: Receiving Hosp.: Receiving Hosp.": Receiving Hosp.":
SPAD BH Contract Rate BH Contract Rate SPAD Not Reimbursable Not Reimbursable

*The Division does not pay Hospitals for psychiatric or substance abuse services to a Member enrolied with the BH Contractor. A non-network Hospital without an agreement will be reimbursed by the Division's BH Contractor

solely for emergency psychiatric and substance abuse services, provided that the Hospital complies with all authorization and biiling requirements of the BH Contractor.
**Applies to non-BH Network Hospitals with agreements with the Division's BH Contractor for the relevant services.
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Transferring Rules — Within a Hospital

Members Enrolled with

Non-Managed Care

Division’s BH Contractor Member
From: To: Med Surg Psych Sub/Abuse Med Surg Psych Sub/Abuse
Transferring Receiving
Unit Unit
Med/Surg Transferring Transferring Unit: Transferring Unit: Transferring "Transferring Unit: Transferring
and Transfer Per Diem Transfer Per Diem and Transfer Per Diem and
Receiving Units: Receiving Unit: Receiving Unit; Receiving Units: Receiving Unit: Receiving Units:
1 SPAD only BH Contract Rate BH Contract Rate 1 SPAD only Psych Per Diem 1 SPAD only
BH Psychiatric Transferring Unit: Transferring: Transferring Transfarring Unit: Transferring Transferring Unit:
Network** BH Contract Rate and and Psych Per Diem and Psych Per Diem
Hospital Receiving Unit: Receiving Units: Receiving Units: Receiving Unit: Receiving Units; Receiving Unit:
- Transfer Per Diem BH Contract Rate BH Contract Rate Transfer Per Diem Psych Per Diem Transfer Per Diem
Substance Abuse Transferring Unit: Transferring Transferring Transferring Transferring Unit: Transferring
BH Contract Rate and and and Transfer Per Diem and
Receiving Unit: Receiving Units: Receiving Units: Receiving Units: Receiving Unit: Receiving Units:
Transfer Per Diem BH Contract Rate BH Contract Rate 1 SPAD only Psych Per Diem 1 SPAD only
Med/Surg Transferring Transferring Unit: Transferring Unit: Transferring Transferring Unil: Transferring
Network and Transfer Per Diem Transfer Per Diem and Transfer Per Diem and
Hospital Receiving Units: Recaiving Unit: Receiving Unit: Receiving Units: Recaiving Unit: Receiving Units:
an Agreement 1 SPAD only Not Reimbursable* Not Reimbursable* 1 SPAD only Psych Per Diem 1 SPAD only
Psychiatric Transferring Unit*; Transferring* Transterring” Transferring Unit: Transferring Transferring Unit:
Not Reimbursable and and Psych Per Diem and Psych Per Diem
Receiving Unit: Receiving Units*: Receiving Units™: Receiving Unit: Receiving Units: Recaiving Unit:
Transfer Per Diem Not Reimbursable Not Reimbursable 1 SPAD only Psych Per Diem Transter Per Diem
Substance Abuse Transferring Unit*; Transferring* Transterring” Transferring: Transferring Unit: Transferring
Not Reimbursable and and and Trans Per Diem and
Receiving Unit: Receiving Units": Recsiving Units": Receiving Units: Recsiving Unit: Receiving Units:
Transfer Per Diem Not Reimbursable Not Reimbursable 1 SPAD only Psych Per Diem 1 SPAD only

*The Division does not pay Hospitals for psychiatric or substance abuse services to a Member enrolled with the BH Contractor. A non-network Hospital without an agreement will be reimbursed by the Division's BH Contractor

solely for emergency psychiatric and substance abuse services, provided that the Hospital complies with all authorization and billing requirements of the BH Contractor. «
**Applies to non-BH Network Hospitals with agreements with the Division’s BH Contractor for the relevant services.
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Transferring Rules — Between Two Hospitals

For Non-Managed Care Members Only

To:
Receiving Hospital

Med Surg

Psych

Sub/Abuse

From:
Transferring
Hospital

Med/Surg

Transferring Hosp:
Transfer Per Diem
Receiving Hosp.:
SPAD

Transfer Per Diem
Receiving Hosp.:
Psych Per Diem

Transferring Hosp.:

Transferring Hosp.:
Transfer Per Diem
Receiving Hosp.:
SPAD |

Psychiatric

Transferring Hosp.:
Psych Per Diem
Receiving Hosp.:
SPAD

Psych Per Diem
Receiving Hosp.:
Psych Per Diem

Transferring Hosp.:

Transferring Hosp.:
Psych Per Diem
Receiving Hosp.:
SPAD

L:ute Hospital RFA RY 2001
‘-oendix C

Substance Abuse

Transferring Hosp.:
Transfer Per Diem
Receiving Hosp.:
SPAD
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114.1 CMR 36.05(3) (c) and (d)
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114.1 CMR: DIVISION OF HEALTH CARE FINANCE AND POLICY

(c) Pediatric Outlier Payment. In accordance with 42 U.S.C. 1396a(s), an annual pediatric
outlier adjustment is made to acute care hospitals providing medically necessary inpatient
hospital services involving exceptionally high costs or exceptionally long lengths of stay for
children greater than one year of age and less than six years of age. Only hospitals that meet
the Basic Federally-Mandated Disproportionate Share eligibility per 114.1 CMR 36.07(3) are
eligible for the pediatric outlier payment. The Pediatric Outlier Payment is calculated using
the data and methodology as follows:
1. Data Source. The prior year's claims data residing on the Division of Medical
Assistance Massachusetts Medicaid Information System 1s used to determine .
exceptionally high costs and exceptionally long lengths of stay.
2. Eligibility is determined by the Division as follows:
a. Exceptionally long lengths of stay: First, calculate a statewide weighted
average Medicaid inpatient length of stay. This is determined by dividing the
sum of Medicaid days for all acute care hospitals in the state by the sum of
total discharges for all acute care hospitals in the state. Second, calculate the
statewide weighted standard deviation for Medicaid inpatient length of stay.
Third, multiply the statewide weighted standard deviation for Medicaid
inpatient length of stay by two and add that amount to the statewide weighted
average Medicaid inpatient length of stay. The sum of these two numbers is the
threshold Medicaid exceptionally long length of stay.

b. Exceptionally high cost. Exceptionally high cost is calculated for hospitals
providing services to children greater than one year of age and less than six
years of age by the Division as follows:

1. First, calculate the average cost per Medicaid inpatient discharge
for each hospital.

2. Second, calculate the standard deviation for the cost per Medicaid
inpatient discharge for each hospital.

3. Third, multiply the hospital's standard deviation for the cost per
Medicaid inpatient discharge by two and add to the hospital's average
cost per Medicaid inpatient discharge. The sum of these two numbers
is each hospital's threshold Medicaid exceptionally high cost.

c. Eligibility for a Pediatric Qutlier Payment. For hospitals providing services
to children greater than one year of age and under six years of age, the Division
calculates the following:

1. the average Medicaid inpatient length of stay involving children
greater than one year of age and less than six years of age. If this
hospital-specific average Medicaid inpatient length of stay equals or
exceeds the threshold defined in-114.1 CMR 36.05(3)(c)2.a., then the
hospital is eligible for a Pediatric Outlier Payment.

2. the cost per inpatient Medicaid case involving children greater than
one year of age and less than six years of age. If this hospital-specific
Medicaid inpatient cost equals or exceeds the threshold defined in
114.1 CMR 36.05(3)(c)2.b., then the hospital is eligible for a Pediatric
Outlier Payment.

OFFICIAIA 114.1 CMR 36.00 15
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114.1 CMR: DIVISION OF HEALTH CARE FINANCE AND POLICY

3. Payment to Hospitals. Hospitals qualifying for an outlier
adjustment in the payment amount pursuant to 114.1 CMR 36.05,
receive 1/2% of the total funds allocated for payment to acute
hospitals under 114.1 CMR 36.07(3)e). The total funds allocated for
payment to acute hospitals under 114.1 CMR 36.07(3)(e) are reduced
by the payment amount under 114.1 CMR 36.05(3)(c).
(d) Infant Qutlier Payment In accordance with 42 U.S.C. 1396a(s), an annual infant outlier
payment adjustment is made to hospitals providing medically necessary inpatient hospital
services involving exceptionally high costs or exceptionally long lengths of stay for infants .
under one year of age. The Infant Outlier Payment is calculated using the data and
methodology as follows:
1. Data Source. The prior year's claims data residing on the Division of Medical
Assistance Massachusetts Medicaid Information System is used to determine
exceptionally high costs and exceptionally long lengths of stay.
2. Eligibility is determined by the Division as follows:
a. Exceptionally Long Lengths of Stay: The statewide weighted average
Medicaid inpatient length of stay is determined by dividing the sum of
Medicaid days for all acute care hospitals in the state by the sum of total
discharges for all acute care hospitals in the state. The statewide weighted
standard deviation for Medicaid inpatient length of stay is also calculated.
The statewide weighted standard deviation for the Medicaid inpatient length
of stay is multiplied by two, and added to the statewide weighted average
Medicaid inpatient length of stay. The sum of these two numbers is the
threshold figure for Medicaid exceptionally long length of stay.
b. Exceptionally High Cost is calculated for hospitals providing services to
infants under one year of age by the Diviston as follows:
1. First, the average cost per Medicaid inpatient case for each hospital
is calculated; '
2. Second, the standard deviation for the cost per Medicaid inpatient
case for each hospital is calculated,;
3. Third, multiply the hospital's standard deviation for the cost per
Medicaid inpatient discharge by two, and add that amount to the
hospital's average cost per Medicaid inpatient discharge. The sum of
these two numbers is each hospital's threshold Medicaid exceptionally
high cost.
c. For each hospital providing services to infants under one year of age, the
Division determines first, the average Medicaid inpatient length of stay
involving individuals under one year of age. If this hospital-specific average
Medicaid inpatient length of stay equals or exceeds the threshold defined in
114.1 CMR 36.05(3)(d)2.a., then the hospital is eligible for an infant outlier
payment.
Second, the cost per inpatient Medicaid case involving infants under one year
of age is calculated. If a hospital has a Medicaid inpatient case with a cost
which equals or exceeds the hospital's own threshold defined in 114.1 CMR
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36.05(3)(d)2.b. above, then the hospital is eligible for an infant outlier
payment.
d. Payment to Hospitals. Annually, each hospital that qualifies for an outlier
adjustment receives an equal portion of $50,000. For example, if two
hospitals qualify for an outlier adjustment, each receives $25,000.

(4) Rates of payments for transfer patients. The text and matrices contained in 114.1 CMR 36.05(4)

set forth the payment rates applicable to transferred patients.
(a) Transfers between hospitals.

1.

In general, the hospital that is receiving the patient will be paid on a per
discharge basts, in accordance with the methodology specified in 114.1
CMR 36.05(2), if the patient is actually discharged from that hospital. If
the patient is transferred to another hospital, then the transferring hospital
is paid at the hospital specific transfer per diem rate up to the hospital
specific SPAD. Additionally, "back transferring” hospitals are eligible for
outlier payments specified in 114.1 CMR 36.05(3).

. To derive a Hospital’s RYO1 standard payment per day for Transfer

Patients, the Hospital’s statewide average payment amount per
discharge is divided by the FY98 average all-payer length of stay of
4.5035 days, to which is added the Hospital-specific capital, direct
medical education and pass-through per diem payments which are
derived by dividing the per discharge amount for each of these
components by the Hospital’s MassHealth average length of stay from
casemix data.
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77413 101.32
77414 101.32
77416 101.32
77417 24.79
77420 89.79
77425 136.57
77430 200.21
77470 581.46
77600 211.92
77605 285.09
77610 211.92
77615 283.63 .
77620 21432
99211 10.91
99212 23.04
99213 35.36
99214 53.23
99215 67.89
99241 35.57
99243 104.00
99244 144.86
99245 195.45

(17) Qutpatient Reimbursement for Non-profit acute care teaching hospitals affiliated with a
Commonwealth Owned University Medical School.
(a) Effective April 1, 1998 and subject to 114.1 CMR 36.06(16)(b), the payment amount for
outpatient, emergency department, and hospital licensed health center services at non-profit
acute care teaching hospitals affiliated with a Commonwealth owned university medical
school will be calculated as follows. The data used for this payment will be from the most
recent submission of the hospital’s or predecessor hospitals’ DHCFP-403 reports.
The hospital’s total outpatient charges are multiplied by the hospital’s overall
outpatient cost to charge ratio (the hospital’s outpatient cost to charge ratio is
calculated using the DHCFP-403 total outpatient costs located on schedule II, column
10, line 114 as the numerator and total outpatient charges located on schedule II,
column 11, line 114 as the denominator) in order to compute the total outpatient
costs. The total outpatient costs are then multiplied by the Medicaid outpatient
utilization factor (this factor is calculated by dividing the total Medicaid outpatient
charges by the total hospital outpatient charges) in order to calculate Medicaid
outpatient costs. Medicaid outpatient costs are then multiplied by the inflation rates
for those years between the year of the cost report and the current rate year.
(b) Any payment amount related to additional allowable costs in excess of amounts which
would otherwise be due any non-profit acute care hospital affiliated with a Commonwealth
owned university medical school pursuant to 114.1 CMR 36.06 is subject to compliance with
specific legislative appropriation requiring an intergovernmental funds transfer and availability
of federal financial participation.

"‘év 36.07: Disproportionate Share Payment Adjustments
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(1) Overview:
(a) Applicability. The Medicaid program assists hospitals that carry a disproportionate
financial burden of caring for the uninsured and publicly insured persons of the
Commonwealth. In accordance with Title X1X rules and requirements, Medicaid makes an
additional payment adjustment above the rates established under 114.1 CMR 36.05 and 114.1
CMR 36.06 to hospitals which qualify for such an adjustment under any one or more of the
following classifications. Medicaid payment adjustments for disproportionate share hospitals
are a source of funding for allowable uncompensated care costs.
(b) Eligibility. Only hospitals that have an executed contract with the Division of Medical ~
Assistance are eligible for disproportionate share payments. Medicaid participating hospitals
may qualify for adjustments and may receive them at any time throughout the year.
Eligibility requirements for each type of disproportionate share adjustment and the
methodology for calculating those adjustments are described in 114.1 CMR 36.07. When
hospitals apply to participate in the Medicaid program, their eligibility and the amount of
their adjustment is determined. As new hospitals apply to become Medicaid providers, they
may qualify for adjustments if they meet the criteria under one or more of the following
disproportionate share hospital (DSH) classifications (114.1 CMR 36.07). If a hospital's
Medicaid contract is terminated, any adjustment is prorated for the portion of the year during
which it had a contract, the remaining funds it would have received are apportioned to
rematning eligible hospitals. This means that some disproportionate share adjustments may
require recalculation. Hospitals are informed if an adjustment amount changes due to
reapportionment among the qualified group and told how overpayments or underpayments
by the Division of Medical Assistance are handled at that time. To qualify for a DSH
payment adjustment under any classification within 114.1 CMR 36.07, a hospital must meet
the obstetrical staffing requirements described in Title XIX at 42 U.S.C. § 1396r-4(d) or
qualify for the exemption described at 42 U.S.C. § 1396r-4(d)(2). In addition, to qualify for a
disproportionate share payment adjustment-under 114.1 CMR 36.07 a hospital must have a
Medicaid inpatient utilization rate, calculated by dividing Medicaid patient days by total
days, of not less than 1%. Effective October 1, 1995 the total amount of DSH payment
adjustments awarded to a particular hospital under 114.1 CMR 36.07 cannot exceed the costs
incurred during the year by the hospital for furnishing hospital services to individuals who are
either eligible for medical assistance or have no health insurance or other source of third party
coverage less payments received by the hospital for medical assistance and from uninsured
patients, and as provided at 42 U.S.C. § 1396r-4(g).
(2) High Public Payer Hospital Disproportionate Share Adjustment:

(a) Eligibility. Hospitals determined eligible for disproportionate share status pursuant to
114.1 CMR 36.04 are eligible for the adjustment in 114.1 CMR 36.07(2)(b).
(b) Calculation of Adjustment.

1. The Division of Medical Assistance allocates $11.7 million for this payment

" adjustment.

2. The Division then calculates for each eligible hospital the ratio of its allowable free

care charges, as defined in M.G.L. c. 118G, to total charges. The Diviston will obtain

free care charge data from the hospitals UC-Form filings, on a fiscal year basis

consistent with the data cited blFMa).
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